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PROJECT SUMMARY

STRATEGY

According to the Frederick Comprehensive Piawy developmerd should,dXallow for land

uses that enhance the Central Business District (CBD) asatdwi | NIiaX | yR odzaAySaa
Hotel 162 and Artist Studiosill serve as a destination along Carroll Creek Park, attracting

tourists and residents alike. Wwavecrafted a leasing, financing and design plan that

implements clever adaptive reuse and design to convert the existing undeveloped land and

adjacent prgerties into an arcentric boutique hotelwith public amenities to support the

Carroll Creek Park Amphitheatend the surrounding neighborhood@he development will

include a 120 key hotel with adjoiningrestaurant, a local food market amdntableart studio

spaces.

The City of Frederick has nurtured a vibrant art scene for decades. Public art is an integral part

of the Carroll Creek Park. dzo f A O | NIi &dzOK & /I NNRft / NBS1Qa /2
features and mosaics not only attract visitors to the City of Frederickalbatenhancéi KS OA (i & Qa

role as aculturaland recreationatesource® To support the Carroll Creek Park Amphitheater

and theDelaplaine Visual Arts Education Centiee development will incorporate artist and

dance studiosas well as gallery spateat will draw visitors to the site and further down the

Park.

Architectural Character

Because the site is located in the historicsttict, much of the exterior will be refurbis
original brickwork onew brickto match In some locationglass will be introduced to
juxtapose modern construction with the histoiient of the region and to create interest in
the facade design.

1 Carroll Creek Parkttps://www.cityoffrederick.com/index.aspx?NID=169
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SITE ANALYSIS

LOCATION AND EXISGINONDITIONS

The site oHotel 162 at the Creek and Artist Studiss the central business district of
Frederick, MarylandAs the second largest incorporated city in Marylaondatedapproximately
50 miles from the District of Columbia and Baltimdfegderick is an important crossroad in the
Washington metropolitan &a The site idocatedbetween the south side of Carroll Crefeark
and E. All Saints Stredm. 2009, the City of Frederickeatedan RFP to develop the sifEhe lack
of response has created an opportunity to recommend uses for the site that havesant b
previously discussedhe original premiseunder analysis a 0.39 acre undevelopéifill

parcel The City currently uses the site to stage performances at the Carroll Creek Park
Amphitheater.Ourdevelopment plan proposes the acquisition of adjagearcels, with and
without existinghistoricstructures, to createhe critical massiecessaryor a destination along
the Park

At a little over a mile londzarroll Creek Paidperatesas a mixeelse urban park that connects
thecreelQ@E K2 NBa 6 A (K CNBTRSHHK @ryeq the diat pupasSadntaining
flood waters that have historically devastated the downtown area while encouraging adjacent
economic and cultural development; over $150 million dollars in office, ratdirasidential
development is currently underway adjacent to the park

The first phase of the park improvements, totaling nearly $diiMdonstruction, runs from Court
Street to just past Carroll Street, which is directly east of the proposed pijectThis phase
introduces new elements to the park, includisigareduse pedestrian paths, water features,
planters with shade trees and plantings, pedestrian bridges and @&&&0amphitheater for

outdoor performancesPhase two, which began in 2014¢ctises on making similar

improvements to the area from the Delaplaine Visual Arts Education Center on Carroll Street to
East Patrick Streét.

With its proximity to downtown and recreational assets, Carroll Creek Park plays an important
NEfS Ay etwNdER GeMdoanief.aThe muitiillion dollar private investment planned
along the park is integral to its success as a destination in Frederick. Currently, more than
400,000square feebf office space, 150,006quare feeiof commercial/retail space,aarly 300
residential units and more than 2,000 parking spaces are planned or under construction.

The following four new construction projects have been developed along Carroll Creek Park.
These mixedise projects represent more than $30 million in inveent and will provide 78

2 https://www.cityoffrederick.com/DocumentCenter/Home/View/1100
¥ RFP 09 Disposition of SiteZProperty_Final.pdf

4 Carroll Creek Parkhttps://www.cityoffrederick.com/index.aspx?NID=169
® Carroll Creek Parkttps://www.cityoffrederick.com/index.aspx?NID=169
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Site

' Site Al
Site A2
Site B

Site C1
Totals

' Project Name

i Creekside Ploza
| La Paz
South
| Center
| Maxwell Place

Market

*Estimates by Developer

Excerpt from: Carroll Creek Park Overvibttps://www.cityoffrederick.com/DocumentCenter/Home/View/1100

new housing units, 73,000 square feet of Glagsffice space, 37,000 square feet of retail space
and 225 new parking spaces. More than 300 new jobs are anticipated from the additions.

The site, as it exists today, is a conglomerate of parcels that we intend to combine into one
cohesive development plan. A few of the existing buildings are considered historic and will be
strategically utilized to maintain the original character in tmafidesign plan. Currently, there
are small businesses and offices located in the buildings on the site.

Capital
Investment
(millions)*
$12.0

$2.0

$7.0

$120
$33.0

Office SF

45,000

28,000

+

73,000 sf

Commercial | Housing | Parking '

125
| 200

& Retail SF Units
15,000 [
8,000
14,000

| 67
37,000 | 78du

| 225

Lot SF Gross SF Allowable | Building SF |Building Footprint | Assessed Value
C-2 16,988 67,952 - - $  360,100.00
41 4,389 17,556 8,070 4,035| %  956,400.00
45 9,656 38,624 5,586 2,793 | $  581,200.00
47 3,808 15,232 10,048 3,349 | $ 1,246,800.00
43-45 12,186 48,744 6,240 2,080 | $ 410,133.00
49 4,497 17,988 6,077 3,039 | $ 289,167.00
53 8,421 33,684 2,268 2,268 | $ 232,133.00
55-57 6,600 26,400 4,556 2,278 | $  349,400.00
59 6,993 27,972 - - $ 186,400.00

Site Parcel Inventory

The final development will be a combination of parcel®, @1, 45, 47, 435, 49, 53, 5%7 and
59. Parcels 41, 45 and 47 waoriginally used as a wholesale confectionery and bottling works
factory. The buildings were renovated in recent years to accommodate small office tenants. The

remainder of the buildings is either used as storage space or is vacant

12




TRANSPORTATION ANDRRAFFIC

CNERSNAO1Qa t20FdA2y |G (GKS -0237@O8IBINGASan@ T aSPSH
US 340) creates significant congestion problems, but also allows easy access from major cities in

the Metropolitan DC and Baltimore areas. The grid of streekes downtown Frederick easy to

navigate and allows for a constant flow of traffic.

Il OO2NRAY3 G2 GKS wnanmn /AGE 2F CNBRSNAO]l / 2YLINBK:
options- which include MARC and Transhiave seen an uptick in ridershipriecent years.

.2 NRAYy3Ia FTNRY (GKS O2dzyieQa F2dz2NJ al! w/ aidlldArzya
20076 The Maryland Transit Authority (MTA) operates three eastbound morning MARC trains

and three westbound afternoon MARC trains to and from Washimgd.C. The MARC station is

located one block from the Hotel 162 site.

6 Transportation Choice. City of Frederick 2010 Comprehensive Plan Update
13



In addition to mass transit, bicycling and walking are also populafrea@lternatives in
Frederick. The City hopes to support and promote pedestrian traffic through its PlahassdS
Use Path, which consists of a hetwork of 25 miles of paved pathways throughout the city. The
Shared Use Path will allow residents to traverse the city without a car, provide a source of
recreation and add to tourism. Of the 25 miles planned, eighieHzeen completed, with more
under construction or in planning phaseés.

¢KS /AGe faz2 AaadzsSR I OFftf F2NJ &/ 2YLX SGS { GNBS(
the transition to streets that encourage pedestrian mobility and promote safeky)ST / A (i & Q&

/| 2YLINBKSyaA@dS tftly Orffta F2NJ aadNBSda GKFd F NB
pedestrians and transit riders, to the extent appropriate to the function and context of each
aiNBSi¢ o

In the development plan dfiotel 162, we plan to improve the stre@-creek connectivity by

FRRAY3I &a0GNBSG (GNBSa IyR o0SOGGSNI aARSglt1a G2 9l
AUNBSGdPE ¢KS LAYy gAff Ftaz O02yySOG 8SansS LISRSa
Street through thoughtful design and landscaping.

l.j
J

w»
Q¢
Z

Lastly, the Frederick Municipal Airport plays an important role in mitigating air traffic in the
BaltimoreWashington region, offering general aviation pilots with an alternative to the use of
schediled service airport8.This airport brings in many tourists and business travelers to the
city.

ZONING/REGULATORYORESS

The site is zoned Downtown Commercial/Residential (DB) which The City of Frederick Land
alylI3SySyd / 2RS RSaAaylrisSa G2 aXSyoO2dzaN) IS GKS R
commercial areas. It allows most office and retail activities as well agleigsity regential

uses. To encourage the implementation of the objective, certain parking requirements are

NEfFESR F2NJ RSOSt2LIYSyid 2N NBRSOSt2LIVSyid Ay GKAZ
right, the review process is anticipated to be relatively strdaiwvard.

We anticipate that the approval process will take approximately a year to complete. Approval
from various agencies will be required to move forward with the project, which will include
many meetings and submissions to each.

The Planning Commiss, consisting of seven members, has final authority in approving site
plans, subdivision plats, modifications to the subdivision regulations and determination for
Adequate Public Facilities (APF®@he Commission also has an advisory and recommendation

7 Transportation Choice. City of Freder&fklO Comprehensive Plan Update

8 Transportation Choice. City of Frederick 2010 Comprehensive Plan Update
9Transportation Choice. City of Frederick 2010 Comprehensive Plan Update
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role to the Board of County Commissioners on items such as text amendments, rezoning and
comprehensive plans.

Because of the complexity of the site, the plans will require review by several other divisions in
the city as well. Buildings on the site thataronsidered of historic importance will be of
particular interest to the Historic Preservation Commission. Food services provided in the new
development will trigger a review by the Frederick County Health Department.

OVERLAY ZONES

¢ KS &A G S<uaique id Bdt itiis\vatlyin the Frederick Town Historic District as well as the
Carroll Creek Overlay District (CCO). The Historic Preservation Overlay (HPO) zoning is applied to
buildings in this district allowing the City to regulate and review tktergor treatment and

demolition of new development more rigidly. The design and timeline of the new development

will have to consider this added approval process.

Because the project is located within the Frederick Town Historic District, the Historic
Preservation Commission (HPC) will also review the project plans. No application for a certificate
of approval shall be approved by the HPC unless it finds that the applicant conforms to the
standards established in the Frederick Town Historic District D&aigdelines.

Modifications

Should we require modifications to the height, placement, orientation, massing, landscaping,
property access, parking and loading, parkland, skywalks and architectural standards, we will
require permission from the Reviewing Aority. We will have to provide a justification
statement on how the proposal addresses the provisions of this subsection. Any request for a
modification shall require the Reviewing Authority to hold two public hearings on the request.

In addition, the deigin will have to be considerate of the standards outlined in the Carroll Creek
Overlay. This district was established to ensure that new development is in line with the Carroll
Creek Park Design Standards. The requirements in the CCO district are mgensttian the

DB zoning regulations and will therefore be the basis of design for redevelopment. Within the
CCO, the Planning Commission will generally review site plans. The Planning Commission within
the CCO will not approve plans unless it finds thatapplicant conforms to the standards
established in the Carroll Creek Park Design Standards as well as all other applicable City
standards.

Architectural NorConformity of Existing Structures

Within the Carroll Creek Overlay, existing structures thamatocomply with the provisions of
subsection (j), Architectural Standards, may continue to be used in their current condition as

15



legal nonconformities. All other noftonformities are subject to the provisions set forth in

Article Nine (9) of the Land Magement Code. However, any exterior alterations not
considered part of normal maintenance and upkeep of a-conforming property must be
reviewed by the Reviewing Authority. If the building is demolished or vacant for more than one
year, any and all newonstruction on the site must conform to these regulations.

According to the Downtown Frederick Partnership, the site is also within the Arts and

Entertainment District. This &sprogram administered by the Maryland Department of Business

FYR 902y2YAO0 5S@St2LIYSyidi 05.950 YR 20SNBSSY o
designation provides a great opportunity to emphasize the many attractions that make

downtown Frederick aarts destination. In addition to the marketing benefits, the designation

also offers a tax deduction for eligible artists, an exemption from state admission and

amusement tax for certified arts activities and a property tax credit for buildings renovated o
constructed for an artselated use.As mentioned previously, public art has been incorporated

at various locations along Carroll Creek Park. The programming in the Hotel 162 development

will support this objective.

(o7

AVAILABLE TAX ADVAGES

FrederickCounty participates in the Maryland Historic District Tax Credit Program for locally

designated propertiesThis program provides property tax relief for increases in assessments of

properties in the historic districts of The City of Frederick, the TaiWew Market, or for

properties listed in the Frederick County Register of Historic Places, provided the historic

preservation commissions in those jurisdictions have reviewed and approved the work, which

results in the increased assessment. There argimulL)t S G O2 Yy INA G dzi Ay I¢ KA &G2N
site and may be considered in financing the development.

Both The City of Frederick and Frederick County have enacted property tax credits for the
renovation or construction of arteelated spaces within thBowntown Frederick Arts &
Entertainment District boundaries. The Hotel 162 development plan includes various artist and
dance studio spaces that will make these credits available to the project.

16
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h ARTS & ENTERTAINMENT DISTRICT

Only the increase in assessed valuation of the portiath@froperty, renovated or constructed
for a certified arts use, is eligible for the property tax credit. The property tax credit is available
for seven years, making the addition of an-eslated space attractive to investmetftThe

addition of rentableartist studios to downtown Frederick will support the flourishing art culture
in the historic district.

COMMUNITY INVOLVEMEN

The community in downtown Frederick wants to see the areas surrounding Carroll Creek Park
add to the history and character tfe city. Our development plan is in line with these interests
and addresses the goals of the community for the future of Frederick. We intend to proactively
engage with the community throughout the duration of the project to ensure a mutually
beneficialenvironment that facilitates the transformation of downtown Frederick.

10 Incentives. Business in Frederick, Maryland. https://www.cityoffrederark/index.aspx?NID=167
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DEVELOPMENT PLAN ADESIGN

TRAFFIC AND CIRCUIONT

Overview

Our proposed development for Hotel 162 at the Creek will increase density in downtown
Frederick and help to stimulate the local economy. Many of the amenities and retailers in
Frederick are located north of Carroll Creek Park, along the intersection &eMsitreet and

Patrick Street (Figure 01). Because the access points to the site are on South Carroll Street and
East All Saints Street, the addition of this project on the south side of the Creek will draw visitors
and residents across the pedestrian arghicular bridges. This will spur future development

along the southern side of the Creek and strengthen the economy of downtown Frederick.

-

= - carroll Cfﬂb‘
Mullinix Park I FREDERICK MARC eb [}~ €2 5]

~ !
WAl Saintd St ] =

FIGURE 01, CREDIT: GOOGLE MAPS

The site is strategically located in a pedestfiaandly andwalkable area of Frederick. Many

daily amenities are within a #inute walk from the location as well as over 40 restaurdnts
Because of the close proximity to public transportation, such as bus stops and the MARC
Brunswickg Washington Amtrak train stain, the county requires fewer parking spaces for the
development plan. This allows for a more efficient design and effective use of square footage for
programs that are more profitable than a parking structure. There is also a city parking garage
directlyto the east of the site, at the corner of South Carroll Street and East All Saints Street,
should visitors choose to drive.

1 http://www.walkscore.com/score/162-all-saintsst-frederickmd-21701
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Seventy parking spaces will be included in a parking structure directly connected and
architecturally integrated into the hotel.yBcode, the development should include one parking
space per hotel room, one parking space per 800 sf of restaurant space and one per 300 sf of
grocery market space. Under this formula, the total spaces required would have been 164.
Because we are able tse a shared parking ratio for multiple uses on the site, the required
number is decreased to 140 spaces. Additionally, the Carroll Creek Overlay Code stipulates that
sites within the overlay district are permitted to reduce the required parking by 5Czpeto

promote multimodal transportation. Subsequently, we are only required to include 70 spaces on
the site to support the proposed functions.

Access to Carroll Creek Park

There is currently a pedestrian bridge to the west of the project site. In eveldpment plan,

the path will be extended to connect this bridge with East All Saints Street. This will strengthen
the access to Carroll Creek Park from the south and encourage pedestrian movement to our
project and other areas further south.

=] I m ]
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ARCHIECTURE AND LANDSCAPE

Most of the project site is reserved for the new hotel; however, a majority of the mass is hidden
behind the existing buildings on East All Saints Street. By doing so, the project is able to
accommodate a large structure without congpnising the historic downtown character. Only a
small portion of the hotel will actually front East All Saints Street, allowing the project to
maintain a rhythm of building mass that is not overwhelming to the human scale.

The hotel and main access potntthe development is from East All Saints Street. A structured
parking garage has been integrated into the hotel design to provide a seamless facade
composition while maintaining easy access for vehicular traffic. Because the site is located in the
historic district, the design of the new buildings compliment and pay homage to the existing
structures. Materiality of most of the structures is brick, however glass and other modern
materials may be introduced at the lobby entrance to the hotel to make it nd@gnguished.

On the Carroll Creek side, the hotel is stepped back at each level to provide balconies in the
guest rooms. Connected to the hotel is the restaurant with access from South Carroll Street. The
existing exterior walls will be incorporated inthe design of the restaurant, as it is a
GO2YUNROdzGAYIE KAAUGZ2NAO A0 NHZOGAZINE® ¢KS NBall dzNI
well as a second level with seating to provide views of Carroll Creek to diners.

Hotel Precedence: Capella Ho8korgetown

North of the restaurant, along South Carroll Street is the grocery market. This program
incorporates both historic structure and new construction. The 10,000 square foot market will
focus on local sourcing from the Frederick region, suppofiingers and small food businesses.
It will be mainly brick construction with the opportunity to have an o@nportion in the

20



summer months. Farmers markets will be coordinated with the Amphitheater at Carroll Creek to
draw visitors when the weather favorable.

Market Precedence: City Market at O Street Giant, Washington, DC

The remaining three buildings on the site provide almost 20,000 square feet of studio and

gallery space for artists to rent and exhibit their work. Fenestration on the studio spaces will be

increased where allowable by Historic Preservation to accommadil&eS | NI AaiaQ ySSRa -
natural light into the studios. The exterior existing brickwork and paintings will be refinished.

The interior spaces will be modest, as the uses in the space require generally concrete floors and

blank drywall partitions.

Thelandscape on the site is generally flat and barren, as the undeveloped space has been
covered with gravel and used by the City to store large items and props from the amphitheater.
Open space along the new connection from Carroll Creek Park to EashisliSSedet will

21



receive landscaping. The area between the studio buildings will be designed to allow the artists
and hotel guests to use the space to work, relax and connect.

Sustainability

In 2010, The City of Frederick implemented a Sustainable ARtionto address #County
operations and planning. One of the action areas is the implementation of green building
practices, which includes prioritizing energy and water efficiency and recycling construction
waste for future construction project$inadd G A 2 y
design strategies, uses and goals for the Hotel 162 site are estimated to certify the new
construction with LEED Silver rating, or better. The project will include various sustainable
practices such aminwater recycling for landscaping, local materials, bike storage, preferred and
reserved parking for lovemitting and fuelefficient vehicles, higkefficiency watersaving

devices, recycled building materials and €dendly cleaning supplies.

DEVELOPMENTBEDULE

G2 a3INBSyE vabors/ & i NHzOG A 2y

We expect to begin the acquisition process for Hotel 162 in January 2015 upon finalizing
financing. There are many variables and unknowns associated with acquiring the properties, so
we have allotted ample time in the schedule to remain on tnaitk a target opening of May

2018. Concurrently, we will work with Frederick County to ensure that the Historic Preservation
Review Board and other governing authorities approve of the development plans. An
architectural design team will be brought on bddp assist with approvals and deliverables to

the County.

Once the concepts are approved, we will begin schematic design. The schedule below illustrates
a reasonable design and construction schedule that will ensure we meet the expected date to
begin gmerating revenue. Our schedule also anticipates-a®8th stabilization period until
occupancy levels rise to a similar rate as other hotel products in the market.

hotel 162

Task Name

Duration

Start

Finish

Qtra

2015 2016
arr1lor2|or3loralor1lowr2| o3l ora

2017 2018 2019 2020 2021
ar1laor2lorslowalorilow2lowsloralorilor2]owslowalorilor2]onslowalow oz

-

~

w

~

o\‘m

Hotel 162 Construction and Occupancy
Acquisitions and Entitlement
Design (Schematic through CD)
Permitting and Long Lead Procurement
Construction, Commissioning and FF&E
Grand Opening
Lease up and Stabilization
Hotel Stabilized Occupancy

83.2 mons
12 mons

8 mons

4 mons
20 mons

0 days
39.2 mons
0 days

Thu 1/1/15 Wed 5/19/21
Thu1/1/15 Wed 12/2/15
Thu 12/3/15 Wed 7/13/16
Thu 7/14/16 Wed 11/2/16
Thu 11/3/16 Wed 5/16/18
Thu 5/17/18 Thu 5/17/18

Thu 5/17/18 Tue 5/18/21

Wed 5/19/21Wed 5/19/21

—

Grand Opening  5/17
T—i

Hotel Stabilized Occupancy § 5

12 Sustainable Action Plan for County Operations. http://frederickcountymd.gov/index.aspx?NID=4348
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The proposed Full Service Hotel and Conference Center by Plamondon is expected to open
across Carroll Creek Park in early 2017. We have projected that a year gap between openings
will be sufficient for both hotels to prosper. May has specifically been targeted as an optimal
month to open because the trends in occupancy and daily rates dheimthighest at the

beginning of the summer. The charts below depict occupancy and ADR for 2012 and are
representative of the trends over the past six years of data collection.

Occupancy By Month (2012)
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800 - — _—am . . @
600 +————4—————— —
40.0
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104.00
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100.00
2>5=322%85388
SS52=3°3EctEE
c o= 28000
Lar B < 00 > 9

Smith Travel Research Report; April 2013

To finance the construction activities, a loan will be secured for $29,875,748 at 5.75 percent.
This loan will be interest only, which is typical for this type of development. This will cover
necessary site work to prepare the existing structures in amditd base building, interiors and

FF&E. A 15 percent contingency fee has been included for any unforeseen costs and escalations
during the construction process.
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Marketing and Management

Once the acquisition process is complete and ownership of thesfgasecured, we will begin to
publicize the project within the community and market the available spaces. During
entitlements, we plan to set up informational sessions about the development and attend
neighborhood meetings to engage the local communitgpprovals.

Before construction begins on the site, we will hire a web development team to build a

marketing website for the entire development and utilize social media outlets to remain

connected and transparent with the community, potential tenants aisitars throughout the
construction process. The website will have links to each of the respective managing and leasing
O2YLI yASaQ 6S0ariSad ! yAlAyd gA0GK (GKS 526yii206Yy (
alb Ay {GNBSOH LINE I NI oxbased do@itowh rdvitalizétion prded. T NI | G A
goal of the Main Street Program is to strengthen the vitality of traditional main streets and

Yy S A 3 Ko 2 Rukeandll Ratkdnith them to organize tables at community events to distribute
brochures and other iiormational media. The Downtown Frederick Partnership works closely

with local artists. We intend to utilize these existing relationships to foster communication with

the artist community. Once the construction fence is placed on the site, we will wdnlkowit

in-house marketing team to place a large sign on the outside of the development to display

what the new uses will be.

The process has already begun for bringing a hotel operator onto the team. We will draft a

request for proposal (RFP) to gauge et in running the hotel portion of the development

site. We will be looking for a team that is a leader in the industry<iradles a passionate pursuit

for excellence, efficiency and added value. We will look to this team to provide and manage a

sophish OF SR I'yR (SOKy2ft23A0Fffte& AydSaNIGSR 6So0aArifs
experiences are seamless and enjoyable. The hotel operator will also manage the restaurant, as

it will be a part of the hotel offerings. Upon substantial completion of thestroigtion, we will

work with the hotel operator to build out a space within the hotel envelope for an office. The

hotel will require approximately 225 employees depending on the season and demand.

For the grocery market, we will utilize a commercial rstate broker to sign the appropriate

IAINRPOSNE GSylyld G2 FAG GKS arAdSQa QGrarzyod 2S5 g2 d
organizations and the Frederick Economic Development Office as leasing tools. We will hire a

property management comparnto manage the dajo-day needs of the space.

We intend to follow the successful model of the Bromo Seltzer Arts Tower in downtown

Baltimore for marketing and leasing the artist studios. The Baltimore Office of Promotion and

the Arts (BOPA) is a ngumofit organization that produces events and art programs, as well as
manages several facilities, including the Bromo Seltzer Arts Tower. BOPA is launching a new arm
of its organization to support markets such as Frederick. We will work with them to ensure the

13 About Us: Downtown Frederick PartnersHigtp://www.downtownfrederick.org/aboutus
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success of the artist studios, looking to their experience to lease and manage the artist spaces.
For the 15 studio spaces at Bromo Seltzer Arts Tower, BOPA has four staff members. As our
development will have 30 spaces, we expect that the staff requirdmal be doubled to eight
members.

MARKET ANALYSIS

NATIONAL ECONOMY

According tcKiplinger economic growth improved in 2014, averaging 2.3 percent for the Year.
Lower gas prices and increased consumer spending will aide continued economic growth into
2015. The third quarter of 2014 saw afidarhigh in job openings, which is expected to
increase, along with an increase in residential construction and theigired of only modest
interest rate hikes in 2015,

LOCAL ECONOMY

According to the ESRI 2010 Census Report, The City of Frederick had a population df 62,539.

This is expected to increase at a rate of 0.81 percent, which is higher than the state projection of

0.68 percent and the national projection of 0.71 percent. By 2018, the population is projected to

increase to 69,029. The City of Frederick experiencedaigest percentage of decennial

population growth in the following periods: 1883@60 (35 percent), 1920930 (30 percent),

1980-1990 (43 percent) and 1998000 (31 percent). The City of Frederick only had one period

of decline, between 1880 and 1890, %ly (G KS / AdeéQa L2 LJdzZ I GA2y RNERLILISH

Fortyda S@SyYy LISNOSyd 2F GKS /AGeQa LRLMWzZFGA2Yy INRgUK
growth is related to the addition of Fort Detrick as a U.S. Army Medical Command installation as

well as the incrasing price of real estate. Beginning in the 1990s, due to the rising cost of

housing in the Washington DC and Baltimore metropolitan areas, The City of Frederick became a

viable option for commuting distance to these two large employment areas.

TheCityd CNBRSNAR O]l NBYFIAya dzy RSNJ ANRPg(GK LINBa&ddzINE R

A 2 4 oA ~

L2 Lddzf  GA2y 3INBSGK GNBYR Aad SELISOGSR (G2 O2yiAydsSc

“Kiplinged 902y 2 YA O h dzi-hi:#viw. kiphtgef.daimMtBl/busimesspr01BMO-kiplingers-
economicoutlooks/#VL3GrsbFp757YtAU.99

PKiplingeda 902y 2 YA O h dzi thoZMwiv. kipWhagrdzbmitdd|/busines 3 T0195000kiplingers-
economicoutlooks/#VL3GrsbhFp757YtAU.99

62010 Census Profile: Frederick City, MD. ESRI. May 5,2014.
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http://www.kiplinger.com/tool/business/T019-S000-kiplinger-s-economic-outlooks/#VL3GrsbFp757YtAU.99
http://www.kiplinger.com/tool/business/T019-S000-kiplinger-s-economic-outlooks/#VL3GrsbFp757YtAU.99
http://www.kiplinger.com/tool/business/T019-S000-kiplinger-s-economic-outlooks/#VL3GrsbFp757YtAU.99
http://www.kiplinger.com/tool/business/T019-S000-kiplinger-s-economic-outlooks/#VL3GrsbFp757YtAU.99

represented about twentyF A @S LISNOSyYy G 2F CNBRSNAO| /2dzyieéeQa Lk
O2yAydz$Sd® ¢KS NI iGAz2a 2F GKS / Al §e@peribd®d LIdzf F GA2Y (2
between 1980 and 2030 are shown in Table

LU Table 1

f’crccmagc of City Population: 1980-2008
Year Frederick City Fg:’t;:‘l;k Pcmcg;;'xc "
1980 28,086 114,792 24.60%
1990 40,186 150208 26.10%
2000 52767 195277 27.00%
2008 61,668 231,948 26.60%
2010 62,995 243200 * 26.00%
2020 74,854 © 287.900 26.00%
2030 85,039 © 339,700 2 26.00%

(1) Frederick County Estimates

(2) Maryland Department of Planning

(3) Assumption Based on Mistorical Data
(4) U.S. Consus

Households

Between 2000 and 2010, the City of Frederick increased in households from 21,659 to 25,352 (a
1.59 percenincrease). A majority of these (69.3 percent) are households with two or more
people and generally husbasdfe families. The average household size of 2.5 is expected to
remain stagnant through 2018. Approximately 50 percent of householders are betleeages

of 15 and 44/

Unemployment

The unemployment rate in Frederick County has been consistently lower than both state and
Y6IEGA2y L+t tS@Sta aAyOS wnnnd 2KAES (GKS O2dzyieéeQa
state and national trends, the annuiilictuations have been much less pronounced. The

O2dzyieQa dzySYLX 28YSyid NIGS NBYFAYSR i 2N oSt2s
low point of 2.7 percent in 2000. From 2008 to 2009, the county saw a vast increase in

unemployment rate, 3.6 percéh 12 ¢ dc LISNOSYyiGd CNBRSNRO| [/ 2dzyideéc
HaMm O2YLIF NBR G2 | yFGA2ylIEf AYyONBLAS FyR F &bl ¢
unemployment decreased and remained below both. Through 2013, the unemployment rate in

17 US Census Bureau, 262311 American Community Survey
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Frederick Countyglecreased to 5.6 perceahd remained below state (6.7 percent) and national
(6.0 percent) levels™®

e T [T

Fort Datrick Campus 11,000 Miktary, bioscienca, communications

Erededick County Public Schools §,700* Public Education

E k M | 2,696 Comprehensive Health Care

Eregarick County Govemment 2072 County Government

Wells Fargo Home Morigage 1881 Mortgage Loans and Service Center

Fredarick Community Collec 939 Two-year College

State Farm Insyrance Corporation 839 Reglonal Headquarters - Insurance

United Health Care 832 Health Insurance Provider

City of Frederck Government 831 Municipal Govemment

YMCA of Frederick County 442 Non-peofit, full service fitness & health facilty
Wegman's 430 Reta# Supermarket

Haod Cologe 419 Four-year College

Stulz Ar Tachnology Systems 375 Manufacturer of precision A/C equipment
Home Depot 330 Home improvement Retad Store

Homewood Reticement Center 300 Retirement Community

Manviand School for the Deaf 266 Educational InsStution for the Hearing Impaired
PNC Bank 260 Banking Headquarters and Regional Branches
Fountain Rock Management Services 250 Restaurant Management

Medimmung 248 Biotech Manufacturing

Morgan Kelar 158 General Contractors

*These are Fulltime Equivalent Positions that are in the City of Frederick as well as Fredenick County

Fort Detrick is the largest employer in Frederick with 11,000 employees. The increase in jobs and
people in the Frederick market has had a positive ichjpen the tourism and business travel
industry.

MARKET

OFFICE MARKET

National Office Trends

With a stabilizing economy and increasingly better jobs reports in recent months, the U.S. office
market continues to improve. Overall employment only improtetl percent but officausing
employment grew at 2.6 percent in 2013. Dallas/Ft. Worth, Chicago and Los Angeles were
among the fastest growing markets in the U.S. and primarily driven by the technology sector.
Vacancy rates dropped 50 basis points in 2@l@west their lowest level since 2009, with

18 Maryland Dept. of Labor Licensing and Regulation 2013
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positive net absorption of 15 million square feet. Office development continued to rise, with
My ®c YAffA2Yy aldzad NB FSSG 2F yS¢ Ay HnmoX ySINIe
Asking rates increasl nearly 5% over the year.

Frederick Office Trends

Leasing continued to decline in the third quarter of 2014 as activity dropped by 37.8 percent
from 12 months ago. A major relocation took place within the county as American Association
for LaboratoryAccreditation moved 17,930 square feet from 5301 Buckeystown Pike to 5202
Presidents Court. In addition, yetar-date net absorption remained negative with a total of
12,197 square feet.

In the second quarter of 2014, as in the past, discrepancy contitiubd apparent between
different classes of space. Class B rental rates reached a rate of $18.75 per square foot;
however, Class A rates were averaging $27.27. Vacancy rates also displayed a similar contrast
between Class A and Class B space. Direct spaathe Frederick County Class A sector was 9.1
percent, compared to the Class B rate of 29.6 percanbre than three times higher. The
combined overall office vacancy is near 17 percent.

The county has not added new supply to the office market dineesecond quarter of 2010.

The single project under construction in the county is the 119&garefoot Social Security
Administration (SSA) building on Bennett Creek Avenue. The property will be fully occupied by
the SSA and the building is expectedi@iver in the first quarter of 2015.

The environment of federal uncertainty has put a hindrance on overall growth. While there have
0SSy | FS¢g ardya 2F auGNBy3aGKSyAy3das CNBRSNARO|l Qa |
or most costconsciows users for the rest of 2014.

The lack of new GSA leasing activity or ldigek corporate demand to serve as a catalyst
suggests that market fundamentals in Frederick Couotyd lag over the short term, compared
to other local submarkets. Given the
lack of positive catalysts, the market
should remain tenanfavorable
throughout the rest of 2014 for users
looking to take advantage of low
rents in an outsidehe-Beltway
market®® The Property Clock to the
right depicts where various areas are
in terms of tenant and landlord
leverage. Frederick County is shown
G2 0SS I aGFFEttAy3a YIFEN]JSGE 6KAOK A&
CREDIT: JLL Americas Research. Frederick County Office Outlook Q2 201
9 JLL AmericaResearch. Frederick County Office Outlook Q2 2014

Property clock - current market conditions

Prince George's County

Frederick County

1270 Comder,
Setesda-Rock Sprng
Siver Spring

Landlord leverage
abeJons) Jueua|

Rockvile Pike
Bethesda-LBD, Chevy Chase
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reinforced by the high vacancy rates.

The chart below shows trends for the Fredei@unty market over the past few years. Net new
supply has not been added to the market since 2010, when approximately 120,000 additional
square feet became available. While there was a significant decrease in vacancy from 2011 to
2012, it has slowly begun rise again. The market will become favorable again once the supply
is absorbed.

— et e EURE 1ot BESOMN0N  m—— 0 WECENCY
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CREDIT: JLL Americas Research. Frederick County Office Outlook Q2 2014

RETAIL MARKET

National Retail Trends

The retail market is finally emerging from the deptfisecession. Improving retail

fundamentals are the result of an economic uptick and still historically low new retail
development. According to data from NCREH111 U.S. metropolitan areas, just 6.5 million
square feet of new retail construction ocecad in 2013 and 8 million square feet is expected for
2014. REIS recently reported the national vacancy rate for neighborhood and community
shopping centers at 10.4 percent, a subtle 30 basis point drop from last year. Effective rents
grew 1.4percent in @13, triple the rate of growth in 2012.

Meanwhile, countless retailers remain susceptible to the increasing popularity of online retail,
which has already claimed numerous victims. Brick and mortar retailers are slowly adapting to
the new reality by learing how to relate to customers in a dynamic consumer landscape.

20 NCREIF .https://www.ncreif.org/data.aspx
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rent growth. According to REIS, highd retail destinations are thriving with vacancy rates

reported well below 5 percent!

Frederick Retail Treds

Retailers in downtown Frederick have taken advantage of the attractions at Carroll Creek Linear

Park and therefore are situated in close proximity. As discussed previously, many shops and
0dzaAySaasSa NB f20F SR 2y ndK&8ket®iredetAy A0GNBSGa¢ 27

Douglas Development is currently working on adding retail space to Carroll Creek Park with a
$20 million in capital investment/rehabilitation of historic Union Knitting Mills building, which is
located near our site. The developmenthiniclude 41,500 square feet of office space, 25,000
square feet of retail space and 104 parking spaces. The design is approved and construction is
pending®

The retail trade industry provides 5,368 jobs in the City of Frederick. There are 15 grocesy stor

within the city boundaries, but none source their products locally as our proposed development

will. Of those fifteen, nine are chain super markets and six are international specialty markets,

representing the growing cultural and culinary diversitfFiaderick. Food markets also provide

yHOo 220a&a FT2NJ CNBRSNAO|1Qa NBaARSyidad ! RRAGAZYI ¢
2,591 jobs to the ared’

RESIDENTIAL MARKET

National Residential Market

Home prices in the 20 major metro areas increased 12.4 percent during the 12 months ending
March 2014, the most recent data available, according to S&P/Shiler. The housing market
performed well in 2013 but is still off precession highs in most as of the country. Rapidly
growing metro areas continue to outpace the national growth rate of 10.3 percent. For major
metropolitan areas, average home price growth has exceeded 10 percent on an annual basis for
a year now. The number of U.S. home salse 1o 4.65 million (on an annualized basis) in April
2014 from 4.59 million one month earlier. The 4.65 milliorit pace is 6.8% below the 4.99
million-unit pace from the same period a year ago. Sales are slowly climbing after falling sharply
during the tarsh winter. However, a shallow inventory continues to lift prices across most of the
nation. The average existing home sales price was $250,600 in April 2014 according to the
National Association of Realtors, its highest level since 2007. Listed inesrdatiincrease 6.5%

21 REIS. https://www.reis.com/
22 Douglas Developmentvww.douglasdevelopment.com
23 Business and Employment Dataadysis, 2006 Frederick MD
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from April 2013 to April 2014, but not enough to stall an increase in home sale prices. If the
inventory remains fairly tight, prices could appreciate furttfér.

Washington Metro Area and Frederick Residential Market

The Washington nteo area housing market continues to lose the momentum it has gained over
the past year. Although sales typically peak in the spring, units sold declined 6.6 percent year
overyear. Average price increased over 2014 (3.2 percent), but the rate of indraadeeen
decelerating. A gradual increase in the available inventory and the average days on market
demonstrates that the regional housing market recovery is beginning to plateau.

The national economy is regaining traction and will continue to sustain the broader housing

market in the period ahead. However, weak employment growth trends,-stowing

K2dzaSK2f R F2NXIFGA2yZ YR Y2NB aiGNARy3dfgyd f SyRAy3
market performance modest through the balance of 20%4.

The current housing stock in Frederick is 27,559 units. Of the total occupied units (92 percent),
57.6 percent or 14,61 are owner occupied. Vacancy is fairly tight in the Frederick market at
eight percent, 3.3 perceftof which is for rent. While it would appear that the market could

use more supply, the multifamily rental and fsale market has not bounced back from the
market crash in 2008 and is still generally soft. One block to the &t project site is a large
parcel that was planned to beraixedusedevelopment with ground floor retail and 130 luxury
condominium units. The project was slated to begin construction in the fall of 2010, but the site
remains untouched. Instead, it wasnsidered as a contender for the new full service hotel and
conferencing center in downtown Frederick.

HOTEL MARKET

There are currently 10 hotels in the Frederick market area, totaling 679,616 square feet. Many

provide limited services and are not Wih walking distance of the historic central business

RAAGNARAOG FYR aYFAY &AGNBSGE G0N -Seivikehgtdland ¢ KS / A (¢
conference center in the downtown area, which will cater to a business centric clientele and

providemeeting space for conferences.

% The National Economy Mid Year 2014. http://www.transwestern.net/Market
Research/Documents/National%20Economy%@P0Q2%202014.pdf

% Mid-Year 2014 Delta Associates Washington Area Housing Outlook. http://www.transwestern.net/Market
Research/Documents/Midtlantic%20%20Washington%20Area%20Housing%200utlook4200Q2%202014. pdf
%2010 Census Profile: Frederick City, MD. ESRI. N2918
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COMPETITIVE ANALYSIS

Competitive analysis is based on<alhd limitedservice hospitality products located within four
miles of the proposed project site. All of the products have between 100 and 160 keys and
average B0 gross square feet per room.

OCCUPANCY & REVPRENDS

According to a report completed by Smith Travel Research in April 2013, the average combined
occupancy rate for a sample of hotels in Frederick was 69.4 percent. From 2007 to 2012, rates
have stedlily increased from 63.5 percent to 75.5 percent. The only decline was in the second
half of 2010, down six percent from the previous year. Demand, defined as the number of
rooms sold, also saw an increase from 2007 to 2012. 2010 was the only year ttatisarease

in demand, down six percent from the previous year. However, because ADR (average daily
rate) increased 2.4 percent for the year, RevPAR (revenue per available room) only declined 3.7
percent for that year. In general, Tuesdays and Wednesdays $een the highest occupancy

rates from April 2012 to March 2013, at 84 percent. Respectively, ADR was also highest on these
days of the week averaging $115.17, compared to the Saturday average ADR of $108.89. We
concluded from this information that a rjaity of the options available cater to business travel.
The location and features of Hotel 162 will provide more leisure options for weekend travel.

Supply has not increased since 2008 when approximately 48 rooms were added to the market;
however, demand continues to increase at a steady rate of 4.8 percent each year. Revenue has
also seen a similar positive trend since 2008. In 2012, the combineduever Frederick hotels

was $29,066,428, or 7.1 percent more than 2011. On average, revenue has increased 5.7
percent each year in Frederick. In 2010, revenue did see a decline of 3.7 percent, but this was
regained with an 11.6 percent increase in 2011.
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